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KEY ECONOMIC INDICATORS * 


(US$ millions on fiscal year basis unless otherwise indicated) 
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SUMMARY 


Since 1983 Senegal has been pursuing a structural adjustment 
program aimed at liberalizing the economy in order to facilitate 
growth and development through the private sector. 

Macro-economic indicators show that the economy has responded to 
the program -- the annual change in real GDP for the fiscal years 
1986 through 1988 was above 4 percent. However, during the past 
fiscal year (FY89), estimates show that real GDP grew by less 
than 1 percent. The principal causes for the slowdown in growth 
were poor performance of the agricultural sector (caused by 
insufficient rains and locust damage), which in turn disrupted 
manufacturing, commerce and transportation. The downturn in the 
commercial sector was also in part attributable to the disruption 
of retail trade by anti-Mauritanian rioting in May 1989. 


The international trading picture is brighter as faster export 
and slower import growth have reduced the trade deficit from the 
level of 1986. Also the government budget deficit has been 
reduced through fiscal restraint. With an Enhanced Structural 
Adjustment Facility (ESAF), the International Monetary Fund (IMF) 
is working with the government to increase revenues and contain 
expenditures. The World Bank is also supporting the structural 
adjustment program through a series of loans designed to promote 
private sector development, streamline the parapublic sector and 
reduce the negative short-term effects of required structural 
adjustments. 


In January 1989, Senegal negotiated a seventh debt rescheduling 
agreement with official creditors at the Paris Club amounting to 
roughly $150 million in debt relief. In mid-1989, France and the 
United States announced debt cancellation programs to benefit 
Senegal. 


Although Senegal has made progress under the structural adjustment 
program, the economy remains vulnerable to the vagaries of nature. 
Nonetheless, Senegal could still succeed in laying the foundation 
for long-term, sustainable growth if the economic reform program 
succeeds in restructuring the economy. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Since June 1983, Senegal has been actively pursuing a structural 
adjustment program with the support of the IMF, the World Bank 
and major bilateral donors. The program has been designed to 
open up the economy and better allocate resources in order to 
encourage economic development through market forces. Until this 
year, real GDP growth had been responding well, averaging 4.3 
percent per year for fiscal years 1986 through 1988. 





Between August 1988 and August 1989 economic growth suffered when 
agricultural output was set back by a combination of badly 
distributed rainfall and locust damage. Commercial activity was 
also down, due mainly to the ethnic disturbances affecting 
Senegal-Mauritania relations. The factors in combination kept 
real GDP growth to about 1 percent during the period. 


The estimated trade deficit for 1989 is down by almost 40 percent 
from 1986 (from $334.1 million to $203.2 million). Much of the 
improvement can be attributed to faster growth in export 
earnings. Over the period, export earnings rose by almost 34 
percent while the level of imports rose by only 7.6 percent. 
Through fiscal restraint the Government of Senegal (GOS) has also 
managed to reduce the budget deficit. As a percentage of GDP, the 
government budget deficit was about 2.3 percent in fiscal year 
1986. The projected deficit for 1989 was 2.4 percent. Since the 
GOS remains the major force in the Senegalese economy, the fiscal 
restraint has led to slower growth in demand as well as a 
reduction in the rate of credit expansion. 


Senegal has just ended the first year of a three-year IMF 
Extended Structural Adjustment Facility (ESAF) -- one of the 
first countries to benefit under the new IMF program. Senegal 
received SDR 59.58 million ($80 million) from the IMF during the 
first year of the ESAF and will receive SDR 42.54 million ($56 
million) during the second year of the program, provided perfor- 


mance continues to be satisfactory. The government had 

difficulty meeting the first year's budgetary targets because of a 
serious revenue shortfall caused by lower than anticipated tax and 
customs receipts. However, the targets were met by delaying some 
internal payments until the next fiscal year. The IMF is working 
with the government to increase revenues through various tax 
reforms and to contain expenditures. Nevertheless, Senegal will 
continue to depend upon international donor support for the 
foreseeable future. 


The World Bank continues to support Senegal's reform effort 
through a series of structural adjustment loans. Although 
efforts to promote labor flexibility, eliminate administrative 
bottlenecks, reduce the civil service wage bill, and privatize 
parastatals have been less than completely successful, the GOS 
and the World Bank are hopeful that further progress will be made 
on reform as a result of the bank's fourth Structural Adjustment 
Loan (SAL-IV). SAL-IV, a $50 million loan, has three main 
objectives: (1) to promote private sector development by 
increasing labor flexibility and reducing the costs of doing 
business, (2) to reduce the drain on the government budget by 
rationalizing the parapublic sector and reforming the civil 
service, and (3) to ameliorate the negative, short-term effects 
of structural adjustment through employment generating programs. 
Donors agree that reforms in these areas are crucial to Senegal's 
long-term growth and development. 





Senegal's fragile economy suffered a setback in April 1989 when 
ethnic tensions flared up in Senegal and Mauritania. Tens of 
thousands of people were displaced from both countries -- some 
left voluntarily, others went unwillingly -- causing significant 
economic disruption. 


One estimate showed that the Mauritanians controlled 80 percent 
of the retail market for basic consumer items. When the 
disturbances forced these shops to close and their owners to 
leave, a large void was created in the Senegalese distribution 
network. A little more than two months after the shops were 
closed, government and private sector efforts to restore normalcy 
were effective. The full extent of the financial losses suffered 
by wholesalers, importers and producers who extended credit to 
the Mauritanians is not know, but it is presumed to run into tens 
of millions of dollars. Their claims for compensation will 
ultimately depend upon the outcome of the negotiations which have 
recently begun between the governments of Senegal and Mauritania. 


The influx of refugees from Mauritania is placing a heavy and 
growing burden on the government of Senegal to provide for the 
basic needs of the people. The receiving villages are also being 
overburdened. This is particularly true of the villages along 
the Senegal river where many of the former inhabitants of 
Mauritania have been arriving. International relief 
Organizations are mobilizing their resources to help, which 


should ease some of the burden faced by the government and people 
of Senegal. 


Another area of concern for the government is the dearth of 
private investment in the economy. One of the underlying reasons 
for this lack of investment is the illiquid state of the banking 
sector, which is suffering from years of unsound banking prac- 
tices. The World Bank, France, and USAID are finalizing a reform 
program for the banking sector which involves the restructuring 
of some banks, the closure of others, the institution of more 
rigorous supervision and inspection of banking operations, and 
the liberalization of monetary and credit policies. Several 
banks with significant foreign ownership have already undergone 
restructuring. Restoration of a healthy banking sector will 
strengthen considerably Senegal's development prospects. 


The economic horizon is also clouded by a lack of employment 
opportunities, particularly for those under 20 who make up over 
50 percent of the population. In order to address this problem, 
the GOS has proposed a special youth employment program designed 
to provide job opportunities to young Senegalese. The total cost 
of the project is estimated to be about $40 million, with support 
coming frm the World Bank, the African Development Bank and other 
multilateral donors. Currently, the World Bank's innovative 





$20 million Urban Infrastructure Improvement project provides the 
bulk of available financing. 


BALANCE OF PAYMENTS 


Senegal's balance-of-payments position has shown some improvement 
in recent years. The current account deficit has narrowed from 
around $338 million in FY86 to a estimated $205 million in FY89. 
Most of the improvements occurred in the merchandise trade 
balance, where export earnings have grown faster than import 
costs, and to a decline in capital flight. 


EXTERNAL DEBT 


On balance, the developments on debt over the past year have been 
favorable. In January 1989, Senegal negotiated a seventh debt 
rescheduling agreement with its official creditors at the Paris 
Club. Relief totalled about CFA francs 47.3 billion ($150 
million), of which just over $3 million was owed to the United 
States. In view of the downturn in economic performance in 1989, 
Senegal probably will have to seek relief from the Paris Club 
again. 


In the summer of 1989, France and the United States announced 
debt cancellation programs benefitting Senegal. France will 
forgive over CFA francs 51 billion ($162 million) in outstanding 
debt, equal to about 29 percent of Senegal's debt to France and 5 
percent of total foreign debt. 


The American program, which covers all of Sub-Saharan Africa, will 
potentially write off between $850 million and $1.35 billion in 
development assistance and economic support fund debt to the 
entire region. However, because PL-480 debt, Export-Import Bank 
debt, military debt, and Commodity Credit Corporation debt are 
excluded from the program, and because most U.S. development 
assistance is made in the form of grants, the total benefit to 
Senegal will be modest. 


While the burden of external public debt on the economy increased 
sharply during the past decade, current projections indicate that 
the stock of foreign debt owed by the GOS will show its first 
decrease in a number of years. Though the drop is projected to be 
only 2 percent, it reverses the recent trend of an 

ever-increasing debt level. Over the two previous years, the 
expansion averaged over 16 percent per year. 


It is too early to tell whether Senegal will be able to continue 
to reduce its stock of debt while simultaneously improving its 
current account balance. The GOS has started recently to 
investigate the possibility of using debt-equity swaps as a means 
of lowering modest commercial bank debt as well as channeling 
monies into much needed investments. 





KEY PRODUCTIVE SECTORS 


AGRICULTURE: Less than optimal rainfall patterns combined with a 
severe locust infestation to reduce significantly agricultural 
output in the 1988/89 crop year. Total food crop production was 
18 percent below the previous year's level, with millet and 
cowpea production falling off 30 and 40 percent respectively. 


The peanut crop was similarly effected. The total production for 
1987/88 was 963,000 metric tons while for 1988/89 it barely 
reached 723,000 metric tons -- a fall of about 25 percent. 
Although the peanut sector's contribution to foreign exchange 
earnings has dropped below those of fishing and phosphates, the 
sector continues to play a dominant role in the economy. About 3 
million Senegalese earn their living directly or indirectly from 
peanut production. In 1988/89, peanut cultivation covered over 
900,000 hectares of land, or about 40 percent of the 2.2 million 
hectares planted. 


For many years the peanut was Senegal's principal export 
commodity and hard-currency earner. In 1985, peanut products 
(primarily peanut oil and peanut cake) accounted for almost 26 
percent of Senegal's merchandise export earnings. By 1987 the 
export sales of peanut products decreased to about 19 percent of 
total merchandise export revenues. Government estimates show 
exports of peanut products earned about $118 million in 1988, 
roughly 15 percent of total export earnings for that year. 
Official estimates show production in the 1989/90 crop year 
increasing considerably. 


FISHING: The fishing sector remains Senegal's prime hard 
currency earner. GOS estimates for 1988 show earnings of about 
$210 million from exports of fish and fish products. The 
importance of the fishing sector as a hard-currency earner 
continues to grow. In 1985 it accounted for about 20 percent of 
Senegal's total merchandise export earnings, in 1988 it 
represented almost 27 percent of the total. The principal tuna 
canning company in Senegal is currently expanding operations. 
With financial backing from the GOS, it is investing about $17 
million in expanding operations to include a line for sardines 
and pilchard, and the addition of four new, 50-ton capacity 
fishing boats. 


However, overfishing is rapidly threatening to deplete this 
important resource. The future viability of this sector will 
depend in large measure on the success or failure of GOS efforts 
to enforce newly enacted fishing regulations. 


MINERALS: Calcium and aluminum phosphates continue to be the 
principal elements in Senegalese mineral production. Together 





they accounted for roughly $72 million in export earnings in 1988, 
or about 84 percent of the $86 million earned through minerals 
exports that year. The $72 million figure represents an increase 
of over 8 percent from the previous year when phosphate exports 
totalled roughly $67 million. Total annual production of 
phosphates increased from 1.8 million metric tons in 1987 to 2.2 
million metric tons in 1988, an increase of over 22 percent. It 
should be noted that it is becoming necessary to dig deeper to 
exploit the main deposits of phosphates, raising the per ton 
extraction costs. Compagnie Senegalaise des Phosphates de Taiba 
(CSPT), the largest phosphate mining company in Senegal, is 
expecting to renovate and replace much of its mining equipment 
before 1992, providing excellent export opportunities for U.S. 
manufactured mining equipment. 


The other principal mineral exports for 1988 wre salt ($4.8 
million), attapulgite ($4.6 million), and clinker phosphate rock 
($3.6 million). Following the introduction of the new mining 
code in 1988, DuPont and the GOS signed a prospecting agreement 
for titanium sands. Large-scale iron ore deposits exist along 
the border with Mali. Successful exploitation of these deposits 
will depend upon prior upgrading of the domestic infrastructure. 
A joint French/Senegalese venture began mining gold from the 
Sabadala deposit in eastern Senegal early in 1989. There is 
renewed oil and natural gas exploration under way on land and in 
Senegalese waters. 


TOURISM: Another important source of foreign exchange earnings 
for Senegal, tourism revenues for 1987 were around $104 million 
and accounted for about 2.5 percent of GDP. Although there is a 
wildlife reserve in eastern Senegal and a large bird sanctuary in 
the north, most tourists wind up spending their time at beach 
hotels along Senegal's coast. There were 235,466 tourists in 
1987, almost unchanged from the level of 1986. According to the 
Ministry of Tourism, 1988 saw 255,646 visitors to Senegal, up 8.6 
percent from the previous year. Nearly 60 percent of the foreign 
visitors come from France, while only 4 percent arrive from North 
America. The peak of the tourist season is from December through 
April, when the climate is more attractive. 


INDUSTRY: The government's new industrial policy, adopted in 
1986, is intended to promote the competitiveness and efficiency 
of Senegal's domestic industries, promote exports and increase 
the flexibility of enterprises to adapt to market conditons. 

With the liberalization of the tariff structure, many of the 
inefficient domestic industries which enjoyed high levels of pro- 
tection are feeling the impact of international competition. 
Efforts are also under-way to address the problem of high factor 
costs (labor and energy) and the rigidities of the labor market 
which keep firms from adapting the size of their work force to 
meet the needs of the market. As the economy adapts to these new 
conditions, new opportunities should appear and diversification 
of supply sources is likely to occur. 





Senegal's economy remains fragile despite the efforts of the 
government and donors. With a population growing at almost 3 
percent and over 200,000 new workers entering the job market each 
year, the economy needs a sustained real growth rate between 4 
and 5 percent in order to absorb all those who will be entering 
the labor force. However, unless steps are taken to reduce labor 
and energy cost, and increase labor productivity, it is unlikely 
that Senegalese companies will choose to expand their operations 
or that Senegal will be able to attract the level of foreign 
investment needed to attain these growth rates. 


IMPLICATIONS FOR THE UNITED STATES 


France continues to dominate the Senegalese market for imports. 
Considering the significant amount of direct French investment in 
Senegal, the direct link between the French franc and the CFA 
franc, and the historical ties between the two countries, it is 
likely that Franco-Senegalese trade will be the dominant 
component in Senegal's foreign trade equation for the foreseeable 
future. Nonethless, U.S. merchandise exports to Senegal were $69 
million in 1988, their highest level since 1984 when Senegal 
bought almost $95 million of U.S. goods. In 1988, food products 
accounted for roughly 43 percent of total U.S. exports to Senegal. 
Rice continues to be the leading export, with $17.6 million sold 
in 1988, up from $10.9 million the previous year (PL-4806 rice 
accounted for only $5 million of 1988 rice exports, down from $10 


million in 1987). The continuing liberalization of the economy, 
including lower tariffs and fewer restriction on imports, could 
offer greater opportunities for U.S. trade and investments with 
Senegal. 


TRADE: Given the historical preferences of the Senegalese market 
and current economic conditions, the Embassy believes that the 
following areas hold the greatest potential for U.S. exporters: 
food (primarily cereals, but also frozen meats and poultry), 
fishing equipment (particularly seaworthy outboard motors), agro- 
industry equipment (especially irrigation), telecommunications 
equipment, industrial supplies and consumer products. 


INVESTMENT: The fishing, agro-industrial and mining sectors 
represent the best prospects for productive investment in 
Senegal. The GOS officially encourages foreign investment to 
hasten economic development. The investment code was rewritten 
in 1987 to provide improve transparency and more equitable 
treatment to foreign firms. The law guarantees free transfer of 
capital and profits and, in certain instances, exemption from 
duty on imports of capital equipment. To date the law has not 
been as successful as drafters had hoped. The GOS has recently 
informed the American Embassy it will be reviewing the law to see 
if improvements can be made. 
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An industrial free trade zone is located on the outskirts of Dakar 
and offers liberal tax benefits and exemptions from customs duties 
for investors manufacturing for export. An American 
pharmaceutical firm has established a manufacturing facility in 
the zone from which it exports products throughout West Africa. 
The zone also offers access to both the CEAO (Francophone West 
African Community) and ECOWAS (West African Economic Community), 

a total market of roughly 200 million persons. The GOS hopes 

that continued liberalization of the economy and reduction of the 
government's regulatory activities in the economy will make 
Senegal more market-oriented and more attractive to foreign 
investors. Current emphasis is on establishing new small and 
medium-size enterprises, as well as job creation. 


For American firms wishing to do business in Senegal, it is 
important to be able to communicate in French. While the number 
of English-speaking businesspeople continues to grow, French 
remains the principal language of international business in 
Senegal. For the majority of the items imported into Senegal, 
price is the most important sales factor. Nonetheless, personal 
contacts are indispensable in doing business here. American 
firms that wish to succeed in Senegal (as in the rest of West 
Africa) must devote the time and effort needed to locate 
reputable local representatives. 
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